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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder

Gabelli Company Inc

We have audited the accompanying Statement of Financial Condition of Gabelli Company

Inc the Company as of December 31 2008 This Statement of Financial Condition is the

responsibility of the Companys management Our responsibility is to express an opinion on

this Statement of Financial Condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the Statement of Financial Condition is free of material

misstatement We were not engaged to perform an audit of the Companys internal control

over financial reporting Our audit included consideration of internal control over financial

reporting as basis for designing audit procedures that are appropriate in the circumstances

but not for the purpose of expressing an opinion on the effectiveness of the Companys

internal control over financial reporting Accordingly we express no such opinion An audit

also includes examining on test basis evidence supporting the amounts and disclosures in

the Statement of Financial Condition assessing the accounting principles used and significant

estimates made by management and evaluating the overall Statement of Financial Condition

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the Statement of Financial Condition referred to above presents fairly in all

material respects the financial position of Gabelli Company Inc at December 31 2008 in

conformity with U.S generally accepted accounting principles

February 25 2009

member firm of Errrst Youo Global Limited



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Statement of Financial Condition

December 31 2008

Assets

Cash and cash equivalents
$21667900

Investments in securities at fair value 7165427

Distribution fees receivable 1528387

Receivables from affiliates
185143

Receivables from brokers and clearing organizations
627120

Deposit with clearing organization
100000

Prepaid expenses
180964

Deferred sales commissions 675215

Fixed assets net of accumulated depreciation of $981706 45034

Other assets
264348

Total assets
$32439538

Liabilities and stockholders equity

Compensation payable
2903411

Distribution costs payable
5514004

Income taxes payable including deferred taxes of $259241 404056

Payables to affiliates
759550

Accrued expenses and other liabilities 785771

Total liabilities
10366792

Stockholders equity

Common stock $.01 par value 200 shares authorized

issued and outstanding

Additional paid-in capital
5883980

Retained earnings
16188764

Total stockholders equity
22072746

Total liabilities and stockholders equity
$32439538

See accompanying notes



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements

December 312008

Organization and Business Description

Gabelli Company Inc the Company is wholly-owned subsidiary of Gabelli

Securities Inc the Parent which in turn is majority-owned subsidiary of GAMCO

Investors Inc GBL The Company is broker-dealer registered
with the Securities and

Exchange Commission the SEC and is regulated by the Financial Industry Regulatory

Authority FINRA

The Companys revenues are derived primarily from the distribution of Gabelli and GAMCO

mutual funds Funds advised by Gabelli Funds LLC and Teton Advisors Inc formerly

Gabelli Advisers Inc brokerage commissions underwriting fees and selling concessions

Gabelli Funds LLC and Teton Advisors Inc are subsidiaries of GBL The Company

provides institutional investors and investment partnerships with investment ideas on

numerous industries and special situations with particular focus on small-cap and mid-cap

companies The team of sell-side analysts follow economic sectors on global basis and are

bottom-up stock pickers recommending companies that trade at significant differences to

Private Market Value PMV PMV investing is disciplined research-driven approach

based on the extensive use of security analysis In this process the Company carefully selects

stocks whose intrinsic value based on the Companys estimate of current asset value and

future growth and earnings power is significantly different from the value as reflected in the

public market The Company then calculates the finns PMV which is defined as the price an

informed industrial buyer would be likely to pay to acquire the business The research focuses

on company fundamentals cash flow statistics and catalysts that will help realize returns

The Company distributes Gabelli and GAMCO open-end Funds pursuant to distribution

agreements with each Fund Under each distribution agreement with an open-end Fund the

Company offers and sells such open-end Fund shares on continuous basis and pays all of the

costs of marketing and selling the shares including printing and mailing prospectuses and

sales literature advertising and maintaining sales and customer service personnel and sales

and services fulfillment systems and payments to the sponsors of Third-Party Distribution

Programs financial intermediaries and the Company sales personnel The Company receives

fees for such services pursuant to distribution plans adopted under provisions of Rule 12b-l

12b-l of the Investment Company Act The Company is the principal underwriter for

funds distributed in multiple classes of shares which carry either front-end or back-end sales

charge



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Organization and Business Description continued

Under the distribution plans the open-end Class AAA shares of the Funds except The

Gabelli US Treasury Money Market Fund Gabelli Capital Asset Fund and The Gabelli ABC

Fund and the Class and shares of various Funds pay the Company distribution or

service fee of .25% per year except the Class shares of the Westwood Funds which pay

.50% per year on the average daily net assets of the fund Class and Class shares have

12b-l distribution plan with service and distribution fee totaling 1% The Companys

distribution agreements with the Funds may continue in effect from year to year only if

specifically approved at least annually by the Funds Board of Directors or Trustees or ii

the Funds shareholders and in either case the vote of majority of the Funds directors or

trustees who are not parties to the agreement or interested persons of any such party within

the meaning of the Investment Company Act Each Fund may terminate its distribution

agreement or any agreement thereunder at any time upon 60 days written notice by vote

of the majority of its directors or trustees cast in person at meeting called for the purpose of

voting on such termination or ii vote at meeting of shareholders of the lesser of either

67% of the voting shares represented in person or by proxy or 50% of the outstanding voting

shares of such Fund Each distribution agreement automatically tenninates in the event of its

assignment as defined in the Investment Company Act The Company may terminate

distribution agreement without penalty upon 60 days written notice

The Company generates brokerage commission revenues from securities transactions

executed on an agency basis on behalf of institutional clients and mutual funds private wealth

management clients and retail customers of affiliate companies The Company has also been

involved in syndicated underwriting activities It participates in syndicated underwritings of

public equity and debt offerings managed by major investment banks During 2008 however

it did not participate in any syndicated underwritings Finally the Company also has

investment income generated from its proprietary trading activities

The Companys principal
market is in the United States In 2007 and 2008 the Company

opened research offices in Shanghai China and Hong Kong respectively and will continue

to evaluate adding additional research offices throughout the world



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Organization and Business Description continued

The Company acts as an introducing broker and all securities transactions for the Company

and its customers are cleared through and carried by three New York Stock Exchange

NYSE member firms on fully disclosed basis Accordingly open customer transactions

are not reflected in the accompanying Statement of Financial Condition The Company is

exposed to credit losses on these open transactions in the event of nonperformance by its

customers pursuant to conditions of its clearing agreements with its clearing brokers This

exposure is reduced by the clearing brokers policy of monitoring the collateral and credit of

the counterparties until the transaction is completed

Significant Accounting Policies

Cash and Cash Equivalents

The Company generally classifies money market mutual funds and other highly liquid

investments with maturity of three months or less as cash equivalents

Investments in Securities

Investments in securities including common stocks and mutual funds are stated at quoted

market prices while U.S government obligations are recorded at amortized cost which

approximates fair value All securities transactions commissions and related clearing charges

are recorded on trade date basis

Deferred Sales Commissions

Sales commissions paid to financial intermediaries in connection with the sale of shares of

open-end Funds sold without front-end sales charge are capitalized and amortized over

periods from to years based upon the period of time during which deferred sales

conmiissions are expected to be recovered from distribution plan payments received from

those funds and from contingent deferred sales charges received from shareholders of those

funds upon redemption of their shares Contingent deferred sales charges reduce unamortized

deferred sales commissions when received on first-in-first-out basis



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Significant Accounting Policies continued

Exchange Memberships and Investment in NYSE Euronext

On January 17 2008 the American Stock Exchange AMEX announced entry into

definitive agreement to be acquired by NYSE Euronext At that time the AMEX informed the

Company that each regular member would receive $311924 in NYSE Euronext shares as well

as contingent consideration in the form of additional shares of NYSE Euronext common stock

based on the net proceeds net of fees taxes and other items ifany from the expected sale of

the AMEX headquarters in lower Manhattan Prior to the announcement the Company oed
two AMEX memberships carried at total combined cost of $197998 and subsequently

purchased two additional memberships for $322500 each On October 2008 in exchange

for the Companys four AMEX memberships the Company received 32552 shares of NYSE

Euronext and $18.36 cash in lieu of fractional shares The Company may receive future

additional NYSE Euronext shares dependent on the possible sale of the AMEX headquarters

In addition to the receipt of NYSE Euronext shares the Company was also offered the right to

conduct business on the NYSE exchange which the Company declined At December 31

2008 the remaining 23552 NYSE Euronext shares are carried at quoted market prices and

included in investments in securities

Commission Revenue

Commission revenue and related clearing charges are recorded on trade-date basis and

amounts receivable are included in receivables from brokers and clearing organizations at

December 31 2008

Distribution Fees and Distribution Costs

Distribution plan fees are accrued for during the period in which they are earned Distribution

costs are accrued as they are incurred

Fixed Assets

Fixed assets are recorded at cost and depreciated using the straight-line method over their

estimated useful lives



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Significant Accounting Policies continued

Income Taxes

Income tax expense is based on pre-tax income including adjustments made for the

recognition or derecognition related to uncertain tax positions The recognition or

derecognition of income tax expense related to uncertain tax positions is detemiined under the

guidance as prescribed by FASB Interpretation No 48 Accounting for Uncertainty in Income

Taxes FIN 48 Deferred tax assets and liabilities are recognized for the future tax

attributable to differences between the Statement of Financial Condition carrying amounts of

existing assets and liabilities and their respective tax bases Deferred tax assets and liabilities

are measured using enacted tax rates at which they are expected to be recovered or paid The

effect on deferred tax assets and liabilities of change in tax rates is recognized in earnings in

the period that includes the enactment date

Fair Values of Financial Instruments

The carrying amounts of all financial instruments in the Statement of Financial Condition

approximate their fair values

Use of Estimates

The preparation of the Companys Statement of Financial Condition in conformity with

United States generally accepted accounting principles requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the Statement of Financial

Condition Actual results could differ from those estimates



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 312008

Signfficant Accounting Policies continued

Changes in Accounting Policy

The Company has changed its accounting policy to reflect the adoption of FASB Statement

No 157 Fair Value Measurements Statement 157 Statement 157 provides guidance for

using fair value to measure assets and liabilities Statement 157 provides guidance to

companies about the extent of which to measure assets and liabilities at fair value the

information used to measure fair value and the effect of fair value measurements on earnings

Statement 157 applies whenever other standards require or permit assets or liabilities to be

measured at fair value Statement 157 does not expand the use of fair value in any new

circumstances Statement 157 is effective for financial statements issued for fiscal years

beginning afler November 15 2007 and for interim periods within those fiscal years The

Company adopted this statement on January 2008 Although the impact of adopting

Statement 157 is immaterial to the Companys financial statements Statement 157 requires

additional disclosures within the footnotes to the financial statements Please refer to Note

for further details

Related Party Transactions

At December 31 2008 the Company had an investment of $21469404 in Gabelli U.S

Treasury Money Market Fund advised by Gabelli Funds LLC which is an affiliate of the

Company The amount is recorded in cash and cash equivalents in the Statement of Financial

Condition

In 2008 the Company earned approximately 70% of its commission revenue from

transactions executed on behalf of clients of affiliated companies

As distributor the Company incurs certain promotional and distribution costs which are

expensed as incurred related to the sale of fund shares for which it receives fee from said

funds

The Company serves as the principal distributor for the funds advised by Gabelli Funds LLC

and Teton Advisors Inc In connection with its role as principal distributor the Company has

distribution fees receivable of $1528387 at December 31 2008 These fees were collected in

January 2009



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Related Party Transactions continued

Gabelli Funds LLC and Teton Advisors Inc have agreed to reimburse the Company for

distribution costs in excess of the distribution fees received from the funds advised by Gabelli

Funds LLC and Teton Advisors Inc When distribution fees exceed distribution costs the

Company will reimburse Gabelli Funds LLC and Teton Advisors Inc up to the amount

previously reimbursed to the Company As of December 31 2008 total amount reimbursable

to Gabelli Funds LLC and Teton Advisors Inc was $4826962

The Funds reimburse the Company an approved number of basis points which is determined

by the Funds Board of Directors quarterly on certain No Transaction Fee NTF expenses

At December 31 2008 the related receivable was $135300 and is included in receivables

from affiliates

The Company pays GBL monthly management fee equal to 20% of the Companys pretax

profits before consideration of this fee In 2008 the Company did not pay GBL this fee as

there were no pretax profits The Company also pays GBL an administrative management fee

of 2.75% of total brokerage income as defined in an agreement between the parties The

Company also pays or receives from GBL the amount of its portion of the consolidated current

tax expense or benefit respectively See Note for details

At December 31 2008 the receivables from affiliates consisted of compensation and

administrative expenses paid by the Company on behalf of affiliates and the payables to

affiliates primarily consisted of income taxes due to GBL

The Company is charged or incurs certain overhead expenses that are by or on behalf of other

affiliates These overhead expenses are allocated to the Company by other affiliates or

allocated by the Company to other affiliates as the expenses are incurred based upon

methodologies periodically
reviewed by the management of the Company and the affiliates

The Company as subsidiary of GBL benefits from certain synergies in respect to the

Companys expenses If the Company were no longer subsidiary of GBL the expenses of

the Company could be higher



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 312008

Investments in Securities

Investments in securities are recorded at quoted market prices or in the case of U.S

government obligations at amortized cost which approximates fair value and consist of the

following at December 31 2008

U.S government obligations 4988931

Common stocks 2066887

Mutual funds 35332

Other 74277

Total $7165427

Fair Value

In September 2006 the FASB issued Statement 157 which defines fair value establishes

framework for measuring fair value and expands disclosures about fair value

measurements All of the instruments within investments in securities are measured at fair

value or in the case of U.S government obligations at amortized cost which approximates

fair value

The Companys assets and liabilities recorded at fair value have been categorized based

upon fair value hierarchy in accordance with Statement 157 The levels of the fair value

hierarchy and their applicability to the Company are described below

Level inputs utilize quoted prices unadjusted in active markets for identical assets

or liabilities

Level inputs utilize inputs other than quoted prices included in Level that are

observable for the asset or liability either directly or indirectly Level inputs include

quoted prices for similar assets and liabilities in active markets and inputs other than

quoted prices that are observable for the asset or liability such as interest rates and

yield curves that are observable at commonly quoted intervals

Level inputs are unobservable inputs for the asset or liability and include situations

where there is little if any market activity for the asset or liability

10



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Fair Value continued

In certain cases the inputs used to measure fair value may fall into different levels of the

fair value hierarchy In such cases per Statement 157 the level in the fair value hierarchy

within which the fair value measurement in its entirety falls has been determined based

on the lowest level input that is significant to the fair value measurement in its entirety

The Companys assessment of the significance of particular input to the fair value

measurement in its entirety requires judgment and considers factors specific to the asset

or liability

The availability of observable inputs can vary from product to product and is affected by

wide variety of factors including for example the type of product whether the product

is new and not yet established in the marketplace and other characteristics particular to

the transaction To the extent that valuation is based on models or inputs that are less

observable or unobservable in the market the determination of fair value requires more

judgment Accordingly the degree of judgment exercised by the Company in determining

fair value is greatest for instruments categorized as Level As of December 31 2008

there were no Level securities owned by the Company

Many of our securities have bid and ask prices that can be observed in the marketplace

Bid prices reflect the highest price that the Company and others are willing to pay for an

asset Ask prices represent the lowest price that the Company and others are willing to

accept for an asset

Cash and cash equivalents Cash and cash equivalents which include investments in

money market mutual funds are valued using quoted market prices Valuation

adjustments are not applied Accordingly cash and cash equivalents are categorized in

Level of the fair value hierarchy

Investments in securities Investments in securities are generally valued based on quoted

prices from the exchange To the extent these securities are actively traded valuation

adjustments are not applied and they are categorized in Level of the fair value

hierarchy Investments in United States Treasury Bills valued at amortized cost which

approximates fair value are included in Level and were $4988931 as of December 31

2008

11



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Fair Value continued

The following table presents information about the Companys assets and liabilities by

major categories measured at fair value on recurring basis as of December 31 2008 and

indicates the fair value hierarchy of the valuation techniques utilized by the Company to

determine such fair value

Assets Measured at Fair Value on Recurring Basis as of December 31 2008

Quoted Prices

in Active Significant

Markets for Other Significant

Identical Observable Unobservable Balance as of

Assets Inputs Inputs December 31

Assets Level Level Level 2008

Cash and cash equivalents $21667900 $21667900

Investments in securities 7163630 1797 7165427

Total financial instruments owned $28831530 1797 $28833327

Retirement Plan

The Company participates in an incentive savings plan the Plan covering substantially all

employees Company contributions to the Plan are determined annually by management of the

Company and GBLs Board of Directors but may not exceed the amount permitted as

deductible expense under the Internal Revenue Code

12



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Income Taxes

The Company is included in the consolidated U.S Federal State and Local income tax

returns of GBL The Companys Federal State and Local income taxes are calculated as if the

Company filed on separate return basis and the amount of current tax or benefit is either

remitted to or received from GBL

The Company records its tax under the guidance of FIN 48 As of December 31 2008 the

Companys gross unrecognized tax benefits were $142764 excluding interest and penalties

of $64955 of which $92797 if recognized would affect the Companys effective tax rate

reconciliation of the change in unrecognized tax benefits for the year ended December 31

2008 is as follows

Balance at January 2008 332813

Reductions based on tax positions related to the current year 5157

Change in prior year estimates 184892

Balance at December 31 2008 142764

The Company continues to record both interest and penalties with respect to unrecognized tax

benefits as component of income tax expense As of December 31 2008 the Company had

recorded reserves of $64955 related to interest and penalties of which $49688 if

recognized would affect the Companys effective tax rate

As of December 31 2008 management has not identified any potential material subsequent

events that could have significant impact on unrecognized tax benefits within the next

twelve months The Company remains subject to income tax examination by the Internal

Revenue Service for years after 2004 and state examinations for years after 2000

The Company has deferred tax liability of $259241 related primarily to the amortization of

deferred sales commissions unrealized gain on investments in securities and other timing

differences in the recognition of income and expenses for tax and financial reporting purposes

Stockholders Equity

On December 2008 the Company declared dividend to its sole shareholder Gabelli

Securities Inc of $5000000 The dividend was paid on December 2008

13



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 31 2008

Guarantees and Contingencies

As described in Note the Company has agreed to indemnify the clearing brokers for losses

they may sustain from the customer accounts that trade on margin introduced by the

Company At December 31 2008 the total amount of customer balances subject to

indemnification i.e unsecured margin debits was immaterial The Company also has

entered into arrangements with various other third parties many of which provide for

indemnification of the third parties against losses costs claims and liabilities arising from the

performance of the Companys obligations under the agreements The Company has had no

claims or payments pursuant to these or prior agreements and management believes the

likelihood of claim being made is remote Utilizing the methodology in the FASB issued

Interpretation No 45 Guarantors Accounting and Disclosure Requirements for Guarantees

Including Indirect Guarantees of Indebtedness of Others the Companys estimate of the

value of such agreements is de minimis and therefore an accrual has not been made in the

financial statements

In the normal course of business the Company has been and may continue to be named in

legal actions including recently-filed FINRA arbitration claims These claims can seek

substantial compensatory and/or punitive damages The Company cannot predict the ultimate

outcome of these claims at this early stage nor can it estimate possible loss amount if any

14



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Financial Statements continued

December 312008

Net Capital Requirements

As registered broker-dealer the Company is subject to the SEC Uniform Net Capital Rule

5c3-1 the Rule which specifies among other requirements minimum net capital

requirements for registered broker-dealers The Company computes its net capital under the

alternative method as permitted by the Rule which requires that minimum net capital be the

greater of $250000 or 2% of the aggregate debit items in the reserve formula for those broker-

dealers subject to Rule 15c3-3 The Company is exempt from Rule 15c3-3 pursuant to

paragraph k2ii of that rule These requirements also provide that equity capital may not be

withdrawn advances to affiliates may not be made or cash dividends paid if certain minimum

net capital requirements are not met $5 million cash dividend was paid in 2008 pursuant to

the Company exceeding the required net capital levels The Companys requirement was

$250000 at December 31 2008 The Company had net capital as defined of $18242091

exceeding the requirement by $17992091 at December 31 2008 The Companys net

capital as defined may be reduced when the Company is involved in firm commitment

underwriting activities This did not occur as of December 31 2008 There were no

subordinated borrowings at anytime during the year ended December 31 2008

15
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